This study investigates whether busy CEOs are associated with lower firm performance, and if this relationship is moderated by firm growth, CEO tenure and corporate governance practices in Indonesia. This study uses 876 firms-year observations from 268 firms listed on the Indonesia Stock Exchange (IDX) for the period spanning 2014 to 2017. We find that busy CEOs are associated with lower firm performance. This negative relationship is stronger in firms with high growth and when busy CEOs have shorter tenure. We also show that corporate governance practices have no impact on the negative relationship between CEO busyness and firm performance. For firms and shareholders, our findings indicate that it is not a good idea for CEOs to hold two or more outside directorships, particularly in the early years of taking up their CEO position. Our results suggest that restrictions on CEO busyness would be beneficial to shareholders.
Introduction
Chief Executive Officers (CEOs) hold the top position in corporate management and are responsible for company operations and performance. Companies hire CEOs based on their expertise, experience and ability to create value for shareholders. An experienced CEO that holds directorships in other companies may be beneficial to firms as their extended network can help to create new partnerships and expand firm opportunities. However, too many outside commitments can make a CEO too busy, causing a negative effect on firm operations and performance. This study examines these issues in the context of Indonesia, by relating the busyness of CEOs (called President Directors in Indonesia) to firm performance.
Prior studies of boards of directors show that there are both benefits and costs of directors holding outside directorships. Fama and Jensen (1983) suggest that additional board seats are a signal of quality. Hillman and Dalziel (2003) argue that board members with more relevant industry expertise, experience, knowledge and skills are able to make more informed decisions to solve problems and improve firm performance. Other studies argue that directors with outside directorships have extensive social and professional networks to forge partnerships and deal with existing regulations, have high integrity and a good reputation (Masulis and Mobbs, 2014; Field et al., 2013; Mendez et al., 2017) .
However, when directors overextend themselves they become busier and unfocused, which leads their performance to be less than optimal, thus ultimately harming the firm. A number of studies document the negative effect of busy directors. Core et al. (1999) find that busy directors do not have enough time to carry out their duties. Jiraporn et al. (2009) indicate that busier directors tend to miss more board meetings. Fich and Shivdasani (2006) show that busy directors are associated with negative firm performance.
We apply these same arguments to CEO busyness in Indonesia, a market where many CEOs of listed companies hold large numbers of outside positions, but the busyness of corporate officers has not been previously investigated. Using a sample of 876 firm-year observations of companies listed on the Indonesia Stock Exchange from 2014 to 2017, we test for a negative relationship between CEO busyness and firm performance. We also examine whether this negative relationship is stronger in high growth firms and in the early years of CEO tenure, and if strong corporate governance practices help to alleviate the negative influence of CEO busyness.
We find that the majority of CEOs are classified as busy in Indonesia and that busy CEOs are associated with lower firm performance. This indicates that CEOs with multiple outside directorships are distracted and lose their focus, causing a damaging effect on firm performance. We find consistent evidence that this negative relationship is stronger when busy CEOs have shorter tenure and some evidence that it is stronger when firm growth is higher. In these situations, it is even more important for CEOs to be focused on firm operations and not be distracted by outside activities. Finally, we find that corporate governance practices have no impact on the negative relationship between CEO busyness and firm performance. This suggests that boards of directors are not implementing effective practices to limit the negative effect of busy CEOs on firm operations.
This research makes a number of contributions. It identifies an issue of current importance in Indonesia, in that some CEOs are too busy and not focusing appropriate attention to their firm's operations. Our findings indicate that it is not a good idea for CEOs to hold two or more outside directorships. For firms experiencing high growth and for firms that have recently hired a new CEO, this effect is even stronger, suggesting that particular attention needs to be paid to this issue. Thus, this study extends our knowledge of the characteristics of CEOs that are related to firm performance. When hiring new CEOs it is important for firms to understand the outside commitments of new CEOs and whether they can devote enough attention to their position.
The remainder of this paper is organized as follows. The next section outlines the relevant research and develops the hypotheses. Section 3 details the sample, variables and empirical models. Section 4 provides the empirical analysis and results. Section 5 outlines the conclusions and implications of the study.
Hypothesis
CEOs play an important role in guiding and driving the success of their companies. In this study, we specifically examine the influence a CEO with two or more outside directorships has on the performance of their company. The existing literature has highlighted two schools of thought with respect to CEOs holding additional positions in other companies.
This first line of thinking is based on CEO reputation, expertise and human capital. Fama and Jensen (1983) suggest that the number of outside board seats a corporate officer holds signals the quality of their reputation. CEOs with better reputations will be in higher demand and have greater opportunity to acquire additional positions in other companies. With respect to expertise, a number of studies show that corporate officers with more experience and expertise in corporate management are favoured by shareholders. For example, Fich (2005) shows that shareholders react positively to the appointment of outside directors with experience as CEOs of other companies, as the hiring firm is expected to benefit from the expertise and experience of the CEO. Other studies also argue that corporate officers with extensive social and professional networks help companies to forge partnerships and deal with existing and new regulations (Masulis and Mobbs, 2014; Field et al., 2013; Mendez et al., 2017) . Based on these arguments, we would expect a positive relationship between CEOs with outside directorships and firm performance.
The second school of thought is that multiple outside directorships are a signal of busyness. Busyness causes the CEO to not have enough time and energy to focus on the main tasks in managing the company. As a result, firm activity will be disrupted and firm performance will decrease. This view is in line with existing research on busy directors (Fich and Shivdasani, 2006) . For example, Ferris et al. (2003) show that busy directors impose excessive restrictions on themselves, thereby reducing the time and effort they devote to managing the company. Core et al. (1999) also find that busy directors do not have enough time to carry out their duties. Jiraporn et al. (2009) indicates that busier directors tend to miss more board meetings. Other studies have also shown that the director's busyness interfere with their effectiveness in managing the company (Cashman et al., 2012; Falato et al., 2014) . These arguments propose that CEOs with outside directorships are associated with negative firm performance.
In the context of this study, we expect the negative effect of CEO busyness to overshadow any potential positive effects of CEO reputation, expertise and human capital. Thus, our first hypothesis is:
H1. Busy CEOs are associated with lower firm performance.
This study also examines two specific situations where we expect the negative effects of CEO busyness on firm performance to be even more dramatic. These two situations are in high growth firms and in the early years of a CEO's tenure. We believe that both of these situations require the complete focus of the CEO and if the CEO is not fully focused on their work, we expect the negative consequences of CEO busyness to be greater.
In high growth firms, firm management needs to be continually up-todate with market and industry conditions to ensure the company is pressing ahead with its strategy and investing its limited resources in the most beneficial areas. If the CEO of a firm is busy, due to many commitments outside of the firm, we expect this loss of attention to incur a greater cost on the performance of high growth firms, than in low growth firms. Thus, we expect the negative effects of CEO busyness to be greater in firms with high growth.
H2. The negative relationship between busy CEOs and firm performance is stronger in high growth firms.
In addition, when a new CEO is hired by a company we expect that it takes a substantial period of time for the new CEO to fully understand the operations of the company and its competitive position in the market. If a CEO also holds outside directorships, they may be distracted by their other commitments and therefore not perform to their highest ability. We expect this to be most serious in the early years of a CEO's tenure. In the later years, a CEO will have already built up their knowledge and expertise of the company's operations and its competitive position. Thus, any distraction from outside directorships will have a smaller effect in later years of a CEO's tenure. This argument is supported by prior studies that show that directors perform better in their duties as their tenure increases (Shiah-Hou and Cheng, 2012; Barker III and Mueller, 2002; Kor and Sundaramurthy, 2009; Fama and Jensen, 1983) .
H3. The negative relationship between busy CEOs and firm performance is weaker in firms with long-tenured CEOs.
Since we predict a negative relationship between busy CEOs and firm performance, we would like to further investigate whether this relationship is moderated by the corporate governance practices of companies. Supervisory bodies, such as the board of directors, are expected to monitor the activities of the CEO and be aware if their CEO has many outside commitments. An effective board of directors would recommend practices or take measures to limit the influence of the CEO's outside activities in order to offset the negative effect of CEO busyness on firm operations and performance. Thus, our final hypothesis investigates the moderating effect of strong corporate governance practices (e.g. bigger and more independent boards) on the relationship between CEO busyness and firm performance.
H4. The negative relationship between busy CEOs and firm performance is weaker in firms with stronger corporate governance practices.
Method

Data and sample
The initial sample consists of all companies listed on the Indonesia Stock Exchange (BEI) for the period 2014-2017. Sources of data in this study include company annual reports, ORBIS database and Bloomberg website. Financial data was obtained from the ORBIS database. Data on CEOs (called President Directors in Indonesia), including the number of positions and the length of tenure, was obtained from the Bloomberg website. Data for corporate governance variables was obtained from company annual reports. These datasets were merged and the following sample selection criteria were applied. First, all companies from the finance, insurance and real estate industries (SIC 6) were excluded because of the different nature of their financial statements. Second, any observations without complete data were excluded from the sample. After applying the sample selection criteria, the final sample includes 876 firm-year observations.
Variable definitions
The main variable of interest in this study is the busyness of the CEO (BUSYCEO). This is measured using a dummy variable, with CEOs (President Directors) categorized as busy when they hold two or more outside directorships (Core et al., 1999; Ferris et al., 2003; and Fich and Shivdasani, 2006) . Firm performance (FP) is the dependent variable and is measured by return on assets (ROA), return on sales (ROS) and return on equity (ROE). ROA is measured as net income divided by total assets. ROS is measured as profit before interest expense and tax divided by total sales. ROE is net income divided by the book value of total equity. These three return variables are expressed as a percentage and are winsorized at the 1% and 99% levels.
Referring to previous research (Masulis and Mobbs, 2014; Mendez et al., 2017; Cashman et al., 2012; Field et al., 2013; Andres et al., 2013; Kusnadi et al., 2016; Charas, 2015; Bravo and Reguera-Alvarado, 2017; Habib et al., 2016; Harymawan and Nowland, 2016; Tao and Hutchinson, 2013 ) the control variables used in this study include: CEO tenure (TENURE), the existence of a nomination and remuneration committee (NRC), board size (BOARDSIZE), the percentage of independent commissioners (INDCOM), number of audit committee members (AUDCOM), the existence of Big4 auditors (BIG4), firm leverage (LEVERAGE), firm size (FIRMSIZE), firm age (FIRMAGE) and operating cash flow (OCF). Financial variables are winsorized at the 1% and 99% levels. See Table 1 for a summary of variable definitions.
Methodology
This study uses an OLS regression model with fixed year and industry effects, and clustered standard errors (Petersen, 2009) . To test the first hypothesis in this study, the following regression model is used. Based on Hypothesis 1, we expect the coefficient on BUSYCEO to be negative.
(1) To test the second hypothesis, model 2 is used. We expect the coefficient on BUSYCEO*GROWTH to be negative.
For the third hypothesis, we use model 3. We expect the coefficient on BUSYCEO*TENURE to be positive.
The fourth hypothesis is tested using model 4. We expect the coefficient on BUSYCEO*GOV to be positive, where GOV represents the corporate governance variables BOARSIZE, INDCOM and RNC. Table 3 shows descriptive statistics of companies with Busy CEOs (Panel A) and companies with Non-Busy CEOs (Panel B). In Panel A, companies with Busy CEOs have mean ROA, ROS and ROE of 3.569%, 3.189% and 5.490%. The average board size is 9.31 directors and commissioners, and 51.8% of companies have a long-tenured CEO (more than 5 years of service). The average percentage of independent commissioners is 37.665%. A total of 44.7% of companies have a nomination and remuneration committee, and 54.9% hire a Big4 auditor. The average company has total assets of IDR 13,640,000,000,000, leverage of 41.1%, growth of 11.1% and operating cash flow of 7.7% of total assets.
RESULTS AND DISCUSSION
Descriptive statistics and univariate comparisons
In Panel B, companies with Non-Busy CEOs have mean ROA, ROS and ROE of 4.052%, 5.404% and 5.683%. The average board size is 8.26 directors and commissioners, and 44.4% of companies have a long-tenured CEO (more than 5 years of service). The average percentage of independent commissioners is 39.089%. A total of 26.1% of companies have a nomination and remuneration committee, and 36.6% hire a Big4 auditor. The average company has total assets of IDR 6,702,000,000,000, leverage of 41.3%, growth of 9.0% and operating cash flow of 7.0% of total assets. Table 4 displays the Pearson correlations. The correlations between BUSYCEO and the firm performance measures, ROA, ROS and ROE, are in the predicted direction, but insignificant. Other correlations between independent variables are generally low and don't raise any multicollinearity issues for our subsequent analysis. Unreported variance inflation factors (VIFs) have an average of 1.40 and a high of 2.40. Table 5 shows the results of t-tests and Wilcoxon tests between firms with and without a BUSYCEO. These tests show that firm performance (ROA, ROS and ROE) is generally lower in firms with a busy CEO, however these differences are not statistically significant. The other results indicate that firms with busy CEOs are more likely to have bigger boards, a nomination and remuneration committee, a longer tenured CEO, a bigger audit committee, a Big4 auditor, and are bigger and younger firms. These differences in corporate governance variables are examined in Hypothesis 4. Table 6 shows the results of model 1. We hypothesize a negative relationship between busy CEOs and firm performance. In the first specification, we find a significant negative relationship between ROA and busy CEOs. The coefficient on BUSYCEO is -1.333 (t ¼ -2.58) and is significant at the 5% level. In the second specification, we also find a significant negative relationship between ROS and busy CEOs. The coefficient is -6.810 (t ¼ -2.38) and is significant at the 5% level. In the third specification, using ROE, the coefficient on BUSYCEO is negative, but not significant (-1.880, t ¼ *1.31). These results for ROA and ROS are consistent with Hypothesis 1 and indicate that firm performance is lower in firms whose CEOs hold two or more outside directorships.
CEO busyness and firm performance
The results of our analysis are consistent with the literature on director busyness (Core et al., 1999; Ferris et al., 2003; Fich and Shivdasani, 2006) . In particular, our results show that CEO busyness overshadows any human capital or networking benefits attained from holding directorship positions in other companies. While it is important for CEOs to gain additional expertise and experience from outside sources, and to foster connections with regulators, government officials and other executives (Masulis and Mobbs, 2014; Field et al., 2013; Mendez et al., 2017) , this should not be done at the expense of their primary occupation. As CEOs of listed companies, their primary focus should be on the performance of their company. Our results are consistent with CEOs holding two or more other directorships as being distracted or overburdened and not focusing enough of their time and energy on their own company's performance. Across the three specifications, the results for the control variables are not perfectly consistent, but provide some evidence that firm performance is higher in bigger and older firms, firms with higher operating cashflow and growth, and lower leverage. There is also evidence that firm performance is higher for longer-tenured CEOs, firms with nomination and remuneration committees, and when board size is bigger but the proportion of independent commissioners is lower.
4.3. CEO busyness, firm growth and tenure Table 7 shows the results of models 2 and 3. We hypothesize a negative coefficient on BUSYCEO*GROWTH and a positive coefficient on BUSYCEO*TENURE. The first group of three specifications examine Hypothesis 2. We find that the coefficients on BUSYCEO*-GROWTH are -1.532 (t ¼ -1.06), -9.596 (-0.90) and -7.642 (t ¼ -1.93), with the latter one significant at the 10% level. While the results for ROA and ROS are insignificant, the result for ROE provides some support for Hypothesis 2 and indicates that the negative relationship between busy CEOs and firm performance is more pronounced in firms with high growth. This suggests that companies growing faster need the immediate attention of their CEO in their daily operations, and CEOs that have too many outside directorships have a loss of attention that incurs a greater cost on the performance of high growth firms.
The second group of specifications examine Hypothesis 3. The results show that the coefficients on BUSYCEO*TENURE are 1.722 (t ¼ 1.79), 9.098 (t ¼ 1.90) and 4.977 (t ¼ 1.96) across the three specifications, all significant at the 10% level. This shows strong support for Hypothesis 3 and indicates that the negative relationship between busy CEOs and firm performance is strongest when CEOs have tenure of less than 5 years. This suggests that new and shorter-tenure CEOs are more easily distracted by their outside directorships, causing lower performance in the firm where they are CEO.
Interestingly, the results also show that the negative effect of busy CEOs on firm performance basically disappears for long-serving CEOs. When the coefficients on BUSYCEO and BUSYCEO*TENURE are added together, the net effect is close to zero in all three specifications. This indicates that long-serving CEOs are better at managing their outside commitments than more recently hired CEOs. Table 8 shows the results of model 4. We predict that stronger corporate governance practices will help to alleviate the negative effect of busy CEOs on firm performance, hence a positive coefficient is expected on the BUSYCEO*GOV interaction terms. The three groups of specifications show the results for the GOV variables of BOARDSIZE, INDCOM and RNC. Across the nine specifications, we find no significant positive coefficients. The only significant result is a negative coefficient on BUSYCEO*INDCOM in the ROS specification. This result indicates that a higher proportion of independent commissioners exacerbates the negative relationship between busy CEOs and firm performance.
CEO busyness and corporate governance
Overall, we find no support for Hypothesis 4, which indicates that corporate governance has no measurable impact on the negative influence of busy CEOs on firm performance in Indonesia. This result is somewhat disappointing as Indonesia has undertaken a program to improve the corporate governance practices of listed companies over the past decade. Our results suggest that further improvements are needed as the corporate governance variables we test have no measurable effect on the supervision of the CEO. An effective supervisory and enforcement mechanism would be desirable to reduce the ability of CEOs to take on too many responsibilities outside of the firm. 
Conclusions
This study investigates whether CEOs with multiple outside directorships are busy and associated with lower firm performance. This is an important current issue in Indonesia as our analysis indicates that more than 50% of CEOs (President Directors) of listed companies on the Indonesian Stock Exchange have multiple appointments in other companies.
We find that busy CEOs are associated with lower firm performance in Indonesia. This result indicates that CEO busyness is a problem, in that CEOs are not effectively devoting sufficient time and energy to their firms. It seems that their focus is being divided across their different positions, resulting in a damaging effect on firm operations. We find some evidence that this is even more or a problem in high growth firms, where the changing conditions facing the firm require the constant and ongoing attention of the CEO.
It is also a more serious issue when a new CEO has been recently hired. We find that the negative effect of busy CEOs on firm performance is more pronounced for low-tenure CEOs. When a new CEO has been hired it takes time for the new CEO to fully understand the operations of the company and its competitive position in the market. If a CEO also holds outside directorships, they may be distracted by their other commitments and therefore not perform to their highest ability. However, this issue disappears as CEO tenure increases. In later years, a CEO will have already built up their knowledge and expertise of the company's operations and its competitive position. Thus, any distraction from outside directorships has a minimal impact on firm performance.
Together, these results indicate that CEO busyness should be restricted in Indonesia. In general, our results show that limiting the outside involvement of the CEO would have a positive impact on firm performance. It is only after CEOs have tenure of 5 years or more in the firm that there is minimal impact from holding multiple outside positions.
Finally, we find that stronger corporate governance practices do not help to alleviate the negative effect of CEO busyness on firm performance. This suggests that boards of directors are either not aware of this issue or have not been successful in implementing practices to offset the negative effect of CEO busyness. Further investigation of corporate governance practices that could effectively mitigate this issue is warranted and would be a good avenue for future research.
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